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Kerala fishermen go mobile on high seas to track markets

Big catch for cellphones
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The Importance of Telecommunications

 Information is the Key to the Social and Economic
Development of a nation.

« Axiomatic that efficient, widespread affordable
telecommunication services critical for the spread of
knowledge & information.

« Jipp’s law shows that there is a strong correlation between
telecommunication (as measured by teledensity) and
economic development (GDP per capita)

TO ACCELERATE ECONOMIC GROWTH, INDIA NEEDS TO
URGENTLY INTENSIFY EFFORTS TO IMPROVE TELEDENSITY
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World Scenario in Telecommunications
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Telephone subscribers worldwide

(in millions)
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Source: ITU World Telecommunication Indicators Database.
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Total telephone subscribers

Total telephone (fixed-line + mobile) subscribers per 100 inhabitants
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Source: ITU World Telecommunication Indicators Database

GLOBALLY THE GAP IN TOTAL TELE-DENSITY BETWEEN LDCS
AND DEVELOPED COUNTRIES IS SHRINKING
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Growth in Total Tele Density: 1990-2000
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INDIA LAGGING BEHIND MOST IN TELE-GWOTH

Solircé : ITU
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India : Current status

Total teledensity (mobile + fixed) of about 5%, which is far below the global
average. Connecting India presents formidable challenges, with the population
exceeding one billion,

24 languages spoken by more than one billion people,

70% of population living in rural areas,

more than 600000 villages

of which nearly 100000 villages are without even a single telephone,

WHILE INDIA HAS DONE CREDITABLY IN THE FACE OF DAUNTING
CHALLENGES IT IS OBVIOUS THAT WE HAVE A LONG WAY TO GO TO
CATCH UP WITH THE WORLD AVERAGE
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Growth in Teledensity per 100 population

—A— Fixed —i%— Mobile — —Total

1997 1998 1999 2000 2001 2002 2003

May 17, 2003 hup:/ /wrarwicoai.com/ 44



Empowering India
through.,

Communication

Digital Divide In India
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EVEN AS OVERALL TELEDENSITY HAS RISEN, THE GAP,BETWEEN
RURAL AND URBAN TELEDENSITY HAS DISTURBINGLY WIDENED
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Growth in cellular communications
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Growth in subscribers
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GSM cellular subscriber have been growing at a healthy rate — a CAGR of
around 80% from 1997-2002.
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Cellular Growth — Highest CAGR for India
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 The CAGR of cellular subscribers for India is the highest amongst comparable
developing economies — both in South America & Asia-pacific
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CELLULAR THE POTENTIAL TO CONTRIBUTE TO INDIA’S HUGE

TELE DENSITY REQUIREMENTS
Source : ITU ‘
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Increase in Coverage
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» Operators are increasingly venturing into smaller cities & towns.
» 25% of the subscribers will be from smaller towns & rural areas.
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Cellular — Leading the affordability March

* Drop in Cellular Tariffs

— Since 1999, cellular industry has been offering increasingly affordable tariffs to its
consumers.

— From a peak level of Rs. 16.80 / minute, airtime charges dropped to Rs. 1.89 /
minute in 2002. Currently prevailing at less than Rs. 1.50 / minute.

 Drop in STD Rates

— A tie-up with Bharti-Telesonic resulted in a 62.5% drop in STD rates - January
2002.

— Powered by Bharti Telesonic, the cellular phone industry announced a further drop
in STD rates, to Rs. 2.99/minute anytime, anywhere, commencing January 2003.

* Free Incoming Calls

— Cellular industry announces free incoming for all mobile to mobile calls anywhere in
India - January 2003.

— With the introduction of the IUC regime, cellular consumers can now enjoy free
incoming calls from both fixed as well as mobile subscribers
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Improvement in Affordability Levels
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A 75% drop in tariffs since 1996 - a feat unaccomplished by any other infrastructure
sector
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Fall in Average Revenue Per User (ARPU)
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Till FY 2006, ARPUs are an average of the estimates by independent
analysts, after which they have been extrapolated.

400 |

200 |-

ABOVE FALL IN MONTHLY BILLS WOULD FUEL GROWTH POWERFULLY
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Prospects for Cellular Communications

“We forecast India to be among the fastest growing telecom markets in the
world over the next three years.... The telecom service revenues would be
increasingly skewed towards access revenues and mobility, more so... by
2007E, we expect access revenues to account for 76.8% (USD 8.8 BIn of
which USD 3.3 Bln would be from mobility)

..... This growth paradigm in India's telecom space would require capex of
about USD 15-16 BLN over the next 5 years and an additional USD 2.5-3 Bin
by subscribers on handsets.”

“.... Access to capital could emerge as a significant entry barrier.”

ICICI Securities, August 2002
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The Way Forward to Increased penetration of Telecom Services

* Review high cost structure of the industry due to GOl levies of license fee
revenue share, spectrum usage charges, duties, sales / service tax etc.

* Provide International Standards of spectrum bandwidth per operator.
 Ensure cost based and equitable interconnection regime of world class.

« Ensure level playing field and fair competition for all players.
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Conclusion

“Creating effective competition in telecommunications is the
single most important step that Governments around the world
need to take to bring the benefits of the death of distance of
their people”

Frances Cairncross
Authoress —'Death of Distance’
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